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Honorable Mayor, Dr. Kenneth Alexander, and Members of the Norfolk City Council: 

I am pleased to present the audit report of the Employees’ Retirement System of the City of Norfolk. The 
purpose of the review was to assess the Employee’s Retirement Trust Fund to ensure disbursements are 
appropriate. There were no issues noted during this audit, as all expenditures appeared reasonable.  

We want to thank the management and staff of the Retirement division for their cooperation and 
responsiveness to requests during the audit. We would also like to thank the Department of Finance for 
assisting as well. 

If you have any questions, I can be reached at 664-4044 or via email at tammie.dantzler@norfolk.gov. 

Respectfully submitted, 

Tammie Dantzler, CFE, MBA 

City Auditor 

Cc: Dr. Chip Filer, City Manager 
      Catheryn Whitesell, Deputy City Manager 
      Christine Garczynski, Director of Finance 
      Penny DeLosh, Executive Director, Retirement   
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BACKGROUND 

The City of Norfolk Employees’ Retirement System (System) was established on January 1, 1942 and 
placed under the general administration and management of the Board of Trustees to provide retirement 
allowances and death benefits for the City of Norfolk employees. The day-to-day administration and 
management are the responsibility of the Board appointed Executive Secretary (Director). City 
contributions, in conjunction with investment earnings and member contributions, provide the funding for 
pension benefits and administrative costs. The Pension Trust Fund accounts for the activities of the System 
and accumulates resources for pension benefit payments to eligible employees.  

According to the Norfolk City Code, Chapter 37-Retirement System, the Board of Trustees have 
discretionary authority to determine eligibility for benefits. The Board consists of 10 trustees (the city 
manager, ex officio; the director of finance, ex officio; and eight trustees appointed by the city council. 
Board members are not required to perform investment responsibilities concerning the Trust Fund and, 
therefore, rely on investment consultants, investment managers, and a custodian. These external experts 
help maximize earnings for the System while preserving its’ capital. However, the Board is responsible 
for establishing reasonable investment objectives, developing investment guidelines, selecting investment 
managers, and evaluating performance results. Investments are monitored by an independent pension 
investment advisory firm (Andco) that reports its findings to the Board monthly, as well as interacts with 
the staff; prepares recommendations on investment policies, investment management structure, and asset 
allocation.  The consultant also monitors and evaluates the performance of the investment managers, and 
the effectiveness of the custodian, where System securities and other assets are held. (State Street Bank).  

Per Chapter 37, City Code of Norfolk, Sec. 37-108- “All of the funds of the system shall be held for use 
in providing the benefits of the system and paying its’ expenses, provided, that except as otherwise herein 
provided, no part of the funds or earnings derived from such funds shall be used for or diverted to purposes 
other than for the exclusive benefit of members, spouses, former members and beneficiaries under the 
system, prior to the satisfaction of all liabilities with respect to them.”  Therefore, we focused our audit 
objective on the appropriateness and reasonableness of disbursements from the retirement systems.  
Specifically, we narrowed our focus to include pension payments and administrative expenses. 

The System’s plan net position on June 30, 2018, as reported in its Comprehensive Annual Financial 
Report (CAFR), was $1,075,330,0001, with a funded ratio of 77.7%2, and a membership of 9,529.  During 
that fiscal year, Retirement appropriations for administrative costs, funded through the General Fund, were 
$619,612 and subject to reimbursement to the City by the System. (Section 37-98; Ordinance No. 36,847, 
§1, 5-26-92).  The System reimbursed the City $593,387.   

OBJECTIVES 

Assess the Employee Retirement Trust Fund to ensure disbursements are reasonable and appropriate per 

Norfolk City Code, Section 37, Retirement System. 

1 Represents the difference between the present value of benefits already earned by employees (total pension liability) and   
resources accumulated and held in the trust to pay those benefits. 

2 Represents the comparison of amounts accumulated in trust to the total pension liability. 
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SCOPE 

The audit period covered FY16- FY18. Qualitative assessment and testing of system generated reports 
and copies of the retirement personnel files were used as evidence and verified through a view only system 
access granted to our office, observation, and physical examination. However, payroll reports were 
downloaded by the Payroll Manager due to limited access to the retirement information in PeopleSoft. We 
noted this as a limitation but did not interfere with the achievement of the audit objective. 

METHODOLOGY  

 Reviewed the City Code Chapter 37 laws and regulations over the System  

 Researched policies, procedures, and agreements via the Retirement website and Laser Fiche 

 Observed management’s process from initiation of a member to monthly pension disbursements, 
approvals and reconciliation process 

 Observed the System’s payroll process  

 Gathered information regarding System yearly reimbursement process to the City 

 Interviewed and surveyed the Retirement division staff for areas of improvement or concern 

 Obtained AFMS 804C Expense Reports for FY16-FY18 

 Obtained excel journal entries for FY16 

 Obtained QuickBooks journal entries for FY17-FY18 (Note: QuickBooks became a new system 
of record for retirement expenses in FY2017) 

 Obtained Bank of America (BOA) statements for FY16-FY18 

 Tested management’s controls for effectiveness and efficiencies 

 Benchmarked cities in the State of Virginia with independent retirement systems for best practices  

GOVERNMENTAL AUDITING STANDARDS 

We obtained an understanding of significant internal controls within the context of the audit objective. 
We assessed whether internal controls were adequately designed and implemented and performed 
procedures to gather enough evidence to support the effectiveness of those controls. The extent of our 
assessment was dependent on the System’s operational processes as well as compliance with the City 
Code Chapter 37.   

Data generated from the City’s Advantage Financial Management System (AFMS) and the Trust Fund 
via BOA was reviewed and relied upon when conducting this review. The extent of our evaluation was 
dependent upon the expected importance of the data to the final report, strengths or weaknesses of any 
corroborating evidence, and anticipated level of risk in using the data. We determined the System’s 
financial information from the AFMS and BOA to be reliable and, therefore, the level of risk from using 
this information to be low. 

We conducted this performance audit per generally accepted government auditing standards. Those 
standards require that we plan and perform the audit to obtain sufficient, appropriate evidence to provide 
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a reasonable basis for our findings and conclusions based on our audit objectives. We believe that the 
evidence gathered provides a reasonable basis for our findings and conclusions based on our audit 
objectives. 

AUDIT CONCLUSIONS   

Based on the audit work performed, our conclusions are as follows: 

1.     All disbursements were reasonable and appropriate per Chapter 37, Norfolk City Code.  

2.     Internal controls within the context of the audit objective are adequate. 


